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President’s Letter_____
an update of AICPA activities for state society leaders
1989-1

Dear Leader:
This letter describes recent developments of significance to the Institute and state
CPA organizations.
BOARD OF DIRECTORS
At its February 9-10 meeting, the AICPA Board of Directors considered several issues.
Two, related to the National Association of State Boards of Accountancy (NASBA), will be
discussed at regional meetings of members of Council:

o Development and grading of the Uniform CPA Examination.
Several state boards have urged
NASBA to assume this responsibility.
The Institute's Board of Directors, at the
recommendation of the Board of Examiners, unanimously passed a resolution urging NASBA
to reject this initiative.
Copies of the Board resolution and our correspondence to
NASBA will be forwarded to all the state societies.

o The NASBA Registry of CPE Sponsors. The Chairman and President were authorized to write
the President of NASBA urging that the exposure period (currently set for April 21) be
extended so that the AICPA, state societies and general membership have adequate time
to comment on the proposal.
In addition, six "popular and accessible" cities were approved as sites for the Institute's 1991-1996 annual meetings.
It is hoped that these cities' attractiveness and
our reformatting the annual meeting into a forum on current and controversial issues will
increase member interest and attendance.
The approved cities are Boston, Honolulu, Las
Vegas, New Orleans, San Francisco and Washington, D.C.
(We have confirmed MIT economist
Lester Thurow as a speaker at our 1989 annual meeting.
Remember to mark your calendar
to attend September 24-27 in San Antonio.)
FTC CONSENT DECREE
We have no further information to report on our negotiations with the Federal Trade
Commission regarding commissions and contingent fees.
We are told the delay does not
indicate any disagreement on the Commission's part with the substance of the order we
negotiated with the FTC staff.
Once the order is placed on the Commission's agenda, there
will be a 60-day comment period. As soon as this occurs, we will notify the state societies
and general membership.
WASHINGTON DEVELOPMENTS

The House Banking Committee recently received a GAO Report on Audits of Failed Savings
and Loans in the Dallas District.
In testimony before the Committee on February 21, Bob
May and I said the AICPA plans to implement the specific recommendations in the GAO report
directed to the Institute.
For example, the S&L audit guide is currently being updated
to incorporate major improvements in auditing standards and to strengthen audit procedures.
We are also taking steps to greatly expedite the issuance of further guidance during 1989.
We will mail the GAO report to all CPA firms that perform S&L audits and have published
the report in its entirety in the March issue of the Journal.
Finally, the CPE Division
is developing both group and self-study courses which will include the revised guide.

Following SEC recommendations, Chairman Dingell introduced legislation to increase
SEC enforcement powers.
The legislation, based on the Treadway report, would:
(1) permit
the SEC and courts to bar or suspend officers and directors of publicly held corporations
who violate securities laws; (2)
authorize the SEC to ask the courts to impose civil
penalties for violations of the securities laws; (3) authorize the SEC to impose penalties
in certain administrative proceedings; and (4)
expand the SEC's authority to deal with
stock ownership and reporting requirements by directors and officers of public companies.
No changes are proposed with respect to Rule 2(e) proceedings, in which accountants and
attorneys may be barred or suspended from practice before the SEC.

Civil RICO reform legislation has recently been introduced in the U.S. Congress. Because
of key changes in Judiciary committee and subcommittee chairmanships, we are optimistic
about prospects for passage of a RICO reform bill in the 101st Congress. In the House,
Representatives Rick Boucher (D-VA) and George Gekas (R-PA) introduced HR 1046 to provide
a remedy to stem the abuse of civil RICO litigation against legitimate businesses, including
CPA firms.
In the Senate, companion legislation, S 438, has been introduced by Senators
Dennis DeConcini (D-AZ) and Orrin Hatch (R-UT).
"Legislative Action Alerts” have been
sent to key person contacts and state CPA societies seeking their help to enlist co-sponsors
for the legislation.
The AICPA is working with Congressional staff to seek modification of IRC Section
89.
A task force of the Tax Division is developing case studies on compliance problems
and recommendations to simplify the complexities of this section.
We believe that the
cost of compliance for employers, as well as the onerous penalties for failure to comply,
are inherently unfair.
State societies or members with recommendations should send them
to Don Skadden, c/o AICPA Tax Division in Washington, D.C.

The AICPA continues its efforts to develop a simplified and more rational
penalty structure.
The Tax Division has developed nine specific recommendations
civil tax penalties that were presented in testimony at a hearing before the Ways
Oversight Subcommittee, February 21, 1989.
A copy of the testimony has been
the state societies.

civil tax
regarding
and Means
mailed to

In a recent letter to President Bush, the AICPA Tax Division expressed its concern
about the proposed "user fee" for those seeking telephone assistance from the IRS. The
Institute urged the President to delete the user fee from his 1990 budget proposal noting
that the user fee would decrease the information flow to taxpayers at a time of increased
complexity and greatest need.
A Tax Division Subcommittee on Tax Simplification and Efficiency has been established.
Its mission is to identify specific areas in need of simplification and to work with Congress
and the Treasury on their implementation.
State societies or members with suggestions
can send them to Chairman Jay Starkman, c/o AICPA Tax Division in Washington, D.C.

There is heightened Congressional interest in leveraged buyouts, corporate mergers,
and other forms of debt financing.
Eight different Congressional committees have either
held or announced their intentions to hold hearings on the leveraged buyout issue.
The
AICPA Tax Division will submit comments to both the Ways and Means and the Finance
Committees, and expects to testify on March 14 at hearings of the Ways and Means Committee.
We will suggest that Congress not use the tax code as a vehicle to address perceived problems
in leveraged buyouts.

PLAN TO RESTRUCTURE
Over 100 constructive and useful letters of comment, including over 20 from state
societies, were received on the proposed Standards for Performing and Reporting on Quality
Reviews.
The Quality Review Executive Committee has now voted on the final standards,
which should be published in March.

Firms enrolled in the AICPA Quality Review Program were recently advised of the date
by which they must have their initial quality reviews.
Firms with up to 10 professionals
were notified in early February.
(Firms with more than 10 professionals had been informed
in early December, 1988.)
Listings of the firms enrolled in the program showing their
due dates for review, will be mailed to all the state societies in March.

Approximately 7,000 practice units (totalling approximately 10,000 AICPA members)
have yet to enroll in the Division for CPA Firms or Quality Review Program. We are working
with the state societies to enroll these firms. Updated listings of the non-enrolled firms
were mailed to the state societies at the beginning of March.
AICPA members who are
partners, proprietors or shareholders in firms not enrolled by May 30 will not receive
AICPA dues statements for 1989-90 and will be dropped from AICPA membership by July 31.
A training program for state society executive directors and quality review committee
chairmen on the overall operations of the quality review program is scheduled for May 24-25,
immediately after the Spring Council meeting in Scottsdale, Arizona.
Computer training
programs will be held in April for state society staff participating in the administration
of the quality review program.
A State Society Quality Review Administrative Manual will
be distributed to all the state societies in early March.
As part of a general member informational campaign on the quality review program,
Bruce Huff and Tom Kelley prepared an excellent Q&A article on the quality review program
which appeared in the February, 1989 Journal.
Excerpts of this article are being developed
for inclusion in state society newsletters.
Also, an 18-20 minute video,
"Quality
Review—What's It All About?" will be sent to state societies in early April.
This video
will address some of the basic questions practitioners may ask in preparing for a quality
review. State societies may want to use this video at chapter or other society meetings.

As a result of the new Code of Ethics approved under the Plan to Restructure
Professional Standards, an exposure draft with 17 changes in the Code's rulings and
interpretations was mailed in January.
All Council members and state societies received
copies of the omnibus proposal and are encouraged to comment prior to the May 1, 1989
deadline.

STATE LEGISLATION
Legislation which would require registration of CPAs who offer financial planning
services is being considered in eighteen state legislatures.
The AICPA State Legislation
Committee is currently updating the Institute's position statement on this issue.
The
Institute remains opposed to legislation which would license financial planners or restrict
a CPA's ability to perform such financial advisory services.
State societies needing
assistance on this issue are urged to contact the AICPA State Legislation Department in
Washington, D.C.

TECHNICAL ACTIVITIES

Two new SASs will be issued in March.
o SAS 62, titled Special Reports, provides guidance for a new
that parallels the form of the new auditor's standard report.

special

report

form

o SAS 63 includes guidance for practitioners when testing compliance with laws and
regulations in engagements under GAAS, the General Accounting Office's Governmental
Auditing Standards, the Single Audit Act of 1984, and other compliance auditing
statements.

A revised publication explaining the meaning of the auditor's report and the assurance
provided by an auditor's opinion on financial statements is available.
The publication,
titled Understanding Audits and the Auditor's Report, is intended for users of financial
statements who want to better understand the message and significance of audit reports.
Copies of the publication were sent to all the state societies and may be obtained from
the AICPA Order Department - product no. 058514.

The Auditing Standards Board is holding its April meeting with the Institute of Internal
Auditors and the Virginia Society of CPAs in Williamsburg.
Among the agenda items will
be the use of confirmations, reporting on internal controls, use of internal audit, Control
Risk Audit Guide and SAS No. 44 - Service Center Produced Records.
The Accounting and Review Services (SSARS) Committee has decided to consider whether
SSARS No. 1 should be modified with respect to certain "for client use only" financial
statements. The consideration will include (1) determining the need for the service, (2)
developing performance standards, (3) determining the type of reporting, including the
use of "plain paper" reporting and (4) identifying types of financial statements subject
to such a service.
COMMUNICATIONS UPDATE

The AICPA Financial Writers Seminar has been updated and revised to reflect the new
auditing standards.
The revised seminar packet, which included sample speeches and
brochures, was recently mailed to state societies.
As part of the AICPA's institutional advertising campaign , an ad on The New Auditor's
Report has been prepared and will run in the Wall Street Journal in March.

MANAGEMENT UPDATE

I am pleased to announce that Dr. Rick
President-Education.
Rick joins us after most
Business at Rutgers University (Camden).
Prior
of Accountancy at the University of Missouri.
as Director of Public Relations.
He served
communications for a major accounting firm.

Elam has accepted the position of Vice
recently serving as Dean of the School of
to that, Rick was Director of the School
Also, Brian Feldman has joined the AICPA
for four years as national director of

By separate memorandum, recipients of this letter
organizational changes being made in the Washington office.
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